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Important Decisions 


Non-liability of holders of no par value shares of 
stock in Delaware corporations is sustained by the 
United States Circuit Court of Appeals in the case 


of Johnson v. Louisville Trust Co., reported on 
page 118 ofthis number of The Corporation Journal. 


That part of the Wisconsin Inheritance Tax Law 
attempting to tax stock in foreign corporations 
owned by non-residents, is held unconstitutional by 
the Wisconsin Supreme Court, page 125. 


The. United States Steel Corporation is held 
not liable in the case involving transfer of stock 
belonging to an infant, see page 123. 
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DEPARTMENTS 


Corporation Department—Assists attorneys in the incorporation of companies and 

in the licensing of foreign corporations to do business in every state and Canadian 
rovince, and subsequently furnishes annual statutory representation service, 

including office or agent required by statute. 

Report and Tax Department—Notifies attorneys when to hold meetings, file corpora- 
tion reports, and pay state taxes in every state and Canadian province. 

Legislative Department—Reports on pending legislation; furnishes copies of bills 
and of new laws enacted by Congress. 

Trust Department—aActs as trustee under deed of trust, custodian of securities, escrow 
depositary and depositary for reorganization committees. 

Transfer Department—<Acts as registrar and transfer agent of stocks, bonds and notes. 

Federal Department—Reports decisions of the United States Supreme Court and 
rulings of the various Government ge Furnishes agent at Washington 


for common carriers to accept service of orders, process, etc., of Interstate Commerce 
Commission. 


SERVICES 


Federal Income Tax Service—Reports the Federal Income. Tax Law and the official 
regulations, etc., bearing thereon. 


Federal War Tax Service—Reports the Excess Profits Tax Law and practically all 
the other strictly Internal Revenue Tax Laws, except the Income Tax Law, due 
to the war, and the official regulations, etc., bearing thereon. (Does not touch 
on law provisions and regulations having to do with wine, spirits, soft drinks, 
tobacco, narcotics or child labor.) 

New York Income Tax Service—Reports the New York Personal and Corporation 
Income Tax Laws and the official regulations, etc., bearing thereon. 

Federal Reserve Act Service—Reports the Federal Reserve Act and the official regula- 
tions, etc., bearing thereon. 

Federal Trade Commission Service—Reports the Federal “Trade Commission Act 
and the Federal Anti-Trust Act (the Clayton Act) and the official orders, rulings, 
complaints, etc., bearing thereon. 

Stock Transfer Guide and Service—Embodies extracts from the statutes and decisions 
of the various states and jurisdictions relating to transfers of a corporation’s 
stock by executors, administrators, and guardians. Gives uniform requirements 
of the New York Stock Transfer Association, inheritance tax rates, and law pro- 
visions showing whether or not it is necessary to procure waivers or court orders. 
Reports new and amendatory legislation affecting stock transfers. 
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HOLDING COMPANIES 


In the last number of The Cor- 
poration Journal (February, 1924) 
there was briefly discussed some of 
the advantages of public holding 
companies, meaning thereby corpo- 
rations in which the public partici- 
pate as stockholders. In this article 
we propose to discuss the personal 
holding company, sometimes called 
the family corporation. This form 
of organization is rapidly increasing. 
In form and stated purposes in the 
certificate of incorporation, it cor- 
responds essentially to the public 
holding company. Its use, however, 
permits of the classification pointed 
out. It serves the purpose of keep- 
ing intact the control of some other 
corporation in the family and also 
permits the holding of real estate 
over a period of time without par- 
tition or other legal interruption 
which might otherwise occur on 
account of death of individual 
owners. A further advantage is 
that it affords the use of certificates 
of stock as collateral for loans as 
opposed to real estate mortgages 
which may not be desirable because 
of the large amounts involved and 
the legal detail incident to their 
creation. A feature of this form of 
organization, however, which, more 
than any other, is advancing its 
use is that of taxation. 

The saving in Federal income 
taxation has been due to the fact 
that dividends received by such 
a corporation are not subject to 
tax and that other earnings are 


limited to the rate of 124%. 
Provision in the Federal tax law 
against accumulations in such a 
company for the purpose of de- 
feating surtaxes have not been 
effectual where the only holdings 
of such a corporation are stock in 
other corporations, and in other 
instances the corporation has been 
able to show that the accumulation 
was for purposes of the business 
and not for the purpose of avoiding 
a surtax on its stockholders. It is 
possible that pending or future 
legislation in Congress may change 
this situation. Such legislation, 
however, will not affect other phases 
of taxation which are favorable to 
the personal holding company or 
the family corporation as contrasted 
with individual ownership. For 
example—the estate of the holder 
of stock in such a corporation will 
be subject to tax only in the state 
in which the company is incorpo- 
rated and in the state in which his 
estate is administered. If Delaware 
is selected as the State of incorpora- 
tion no inheritance tax will be im- 
posed where the holder of the stock 
is a non-resident. Delaware not 
only applies no tax in such an 
incident but the Constitution of the 
State forbids that such a law be 
enacted. If a person selects a 
place as a residence which imposes 
no inheritance tax—Florida for 
example—or the District of Colum- 
bia—a State inheritance tax will 
be escaped altogether. 
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Another form of inheritance tax 
which has been largely increasing— 
but which may be now curbed by 
such decisions as that reported on 
page 125 of this number of the 
Corporation Journal—is that in- 
cident to the doing of business or 
holding of property or admission of 
a corporation in various of the states. 
For example: a person owning 
stock in a New Jersey corporation, 
which does business in Montana 
and owns property in Arkansas, and 
which is admitted to do business in 
West Virginia, subjects his estate to 
a tax in all of these states. If his 
holding corporation owned it no 
inheritance taxes whatsoever would 
be imposed by these states. Before 
stock held by him individually 
could be transferred, it would be 
necessary for his executor or admin- 
istrator to secure waivers from all 
of these states thereby incurring 
attorney’s fees and subjecting a 
sale of his holdings to the long 
delay caused by the detailed work 
involved. If the stock is held by 
a holding company all of these 
details and troubles will be avoided 
since the sale by the holding com- 
pany will not be in any way inter- 
rupted or affected by the death of 
the former owner of the stock. 

The multiplicity, difficulties and 
red tape incident to Inheritance 
taxation, which is reduced by the 
holding company form of organiza- 
tion, is discussed at great length in 
an article in the Saturday Evening 
Post for February 16th, 1924. 
Among the many illustrations in 
this article is orfe quoting from an 
address by William B. Belknap 
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before the National Tax Associ- 
ation, that if a resident of Oregon 
took a flyer in oil in a company or- 
ganized in Illinois with land in Ar- 
kansas and made a couple of million 
instead of losing “‘as normally he 
should do” the total tax would be 
107%. If he left the estate to an 
old prospector friend the Federal 
Government would collect 10%, 
Oregon 35%, Illinois 30%, and Ar- 
kansas 32%. ‘The author states 
that there are a great number of 
instances in which inheritance taxes 
have been paid on the larger for- 
tunes in from fifteen to twenty 
states and in provinces of Canada. 

Another great advantage of the 
family corporation is the ability to 
dispose of shares of stock to various 
members of the family before the 
death of the creator of such a corpo- 
ration so as to constitute outright 
gifts to them, thereby saving taxes 
of various kinds and enabling the 
persons affected to begin the enjoy- 
ment of the dividends from such 
holdings before the death of the 
donor, but without necessarily af- 


fecting the business control which 


the creator of such a corporation is 
nearly always loath to give up. 

A personal holding corporation 
may be organized under the laws 
of several of the states but when 
there is a limitation in such laws, 
the state of Delaware may be 
selected. Moreover, as the Indus- 
trial Digest for January 1924, 
points out “Delaware is a favorite 
in this respect because it imposes 
no inheritance tax on the stock of a 
non-resident.” 
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Domestic Corporations 


Canada 


Surrender of Shares by Stockholder in Compromise of Action not 
Ultra Vires, “trafficking” in shares by corporation. One Milligan who was 
under contract of employment with E. J. Lane, Ltd., threatened to 
bring suit for wrongful dismissal. The company to compromise that 
action agreed to give and did give Milligan its note for $2,000. Asa 
part of the same transaction Milligan also surrendered shares of the 
company which he owned. The company went into bankruptcy and 
the trustee denied liability on the note contending that it had been given 
in consideration of the company’s own stock and was hence ultra vires 
and void. Held that the company having obtained the benefit of the 
compromise it was estopped from setting up the plea of ultra vires. 
Re E. J. Lane, Ltd., (1924) 1 D. L. R. 269. C. H. Win for creditor, 
G. B. Balfour for trustee. 

Powers of Managing Director. The charter of the defendant corpo- 
ration authorized the directors to delegate their powers to a committee 
of one or more. In the instant case a committee of one was appointed. 
The Alberta Supreme Court holds that this was tantamount to appoint- 
ing one as a managing director and that he could incur capital expendi- 
ture and mortgage corporate property without formal authority from 
the directors. McEwen v. Mid-West Collieries, Ltd. (1924) 1 D. L. 
R. 82. A. A. McGillivray and S. J. Helman for plaintiff. R. B. Bennett 
and A. Hannah for the corporation. 


Colorado 


Annual Financial Report Held Sufficient to Avoid Individual Liability 
of Directors. The corporation of which the defendants were directors filed 
its annual financial return on February 26, 1921, and attached a balance 
sheet showing assets and liabilities as of December 31, 1920. The 
liabilities shown by the balance sheet were the same as disclosed in sub- 
division 6 of the return which called for current liabilities. The 
plaintiff contended that the report was insufficient since a statement of 
assets and liabilities as they existed at the end of ten years was not a 
statement of the company’s financial condition at the date of filing its 
report. If the report was insufficient under the laws of Colorado the 
directors were personally liable for the plaintiff’s claim against the 
corporation. The Supreme Court of Colorado said: ‘While we hold 
that the report is a substantial compliance with the law, we do not wish 
to be understood as commending the form in which the information is 
given in answer to the eighth subdivision. We here venture to suggest 
that if officers, whose duty it is to prepare the annual report of the 
corporation, would use greater care in its preparation, and in making 
it conform to the statutory requirements, much litigation and expense 
would be avoided.” Carey v. Aurand, 219 Pac. 1069. C.H. Pierce, 
of Denver, for plaintiffs in error. Morrissey, Mahoney & Schofield, 
of Denver, for defendant in error. 
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Statutory Method of Electing Directors Mandatory. Two corpo- 
rations, designated for convenience as the canal company and the 
storage company, owned an extensive irrigation system. Both com- 
panies used a certain canal. In order to have the storage company 
represented in problems of operation and maintenance of the canal it 
was agreed between the storage company and the stockholders of the 
canal company that, in annually electing the five directors of the canal 
company, the stockholders would elect two designated by the storage 
company. Some years later a new agreement was made between the 
two companies similar to the former agreement except that it provided 
that one of the directors of the canal company should be chosen from 
two stockholders nominated by the storage company. This was con- 
firmed by a court decree. After two annual elections in accordance 
with this decree, the majority of the stockholders of the canal company, 
at their annual election of directors, refused to abide by the decree any 
longer and elected directors in accordance with the method prescribed 
by statute. The storage company brought action of ouster against the 
five directors thus elected. ‘The Supreme Court of Colorado holds that 
the agreement was void on its face as being in conflict with the public 
policy of the state, declared by the General Assembly in Sec. 865 of the 
General Incorporation Act. The statutory method of electing directors 
is mandatory. A number of cases involving voting trusts were con- 
sidered. ‘Among them which support agreements of this character, we 
find none which approves of an irrevocable proxy, without limitation 
as to time, nor has any such agreement been sustained when the trans- 
action contravenes some positive statute or some well-established rule 
of law.””- Judgment for the defendants by the lower court, was affirmed. 
People ex rel. Arkansas Valley Sugar Beet & Irrigated Land Co. v. 
Burke et al., 212 Pac. 837. James Grafton Rogers and Charles R. Enos, 


both of Denv er, for plaintiff in error; H. L. Lubers and Granby Hillyer, 
both of Denver, for defendants in error. 


Delaware 


Holders of No Par Value Stock Not Liable to Trustee in Bankruptcy. 
The United States Circuit Court of Appeals, Sixth Circuit, holds that 
the liability of the stockholders of a Delaware corporation for alleged 
unpaid subscriptions depends upon the laws of that state, and that 
where promoters and incorporators divided no par value stock among 
themselves without fixing its value that the consideration contemplated 
by the parties had been paid; that the no par value stock had no tan- 
gible value, and that there is no liability on the holder thereof under 
the General Corporation Law of Delaware, Section 20. The Court 
in part says: “In ultimate legal effect, the promoters and incorpora- 
tors determined that, if this manufacturing experiment succeeded, those 
organizing it and contributing to its success were entitled to share the 
net earnings (above dividends on preferred stock), and, in case of cor- 
porate dissolution, the net assets remaining after payment of debts, 
in the proportions represented by ‘the respective amounts of the no 
par value stock given. If it be thought that the corporate action, con- 











> 
t 


The Corporation Journal 119 





sidered in its entirety, failed to declare “the consideration for which 
the stock was issued by the corporation,” or that such consideration 
was extralegal, what is the result? We find no warrant whatever for 
the contention of the trustee in bankruptcy that he thereby became 
entitled to recover from those engaged in this unsuccessful experiment 
such an amount as may be found necessary to meet the payment of 
3 creditors’ claims and the expenses of bankruptcy administration. 
State legislation providing for no par value stock was inaugurated 
more than ten years ago. Numerous states have since made similar 
provision. The wisdom of this legislation is not before us, although 
we are not to be understood as discrediting it. Indeed, very many 
: competent jurists and financiers regard the evils of no par value stock 
less than those frequently incident to the issue and sale of stock hav- 
ing a par value. In at least three states, Delaware corporations hav- 
ing stock with no par value have been held qualified to do business. 
Petroleum Co. v. State Charter Board, 105 Kan. 161, 181 Pac. 625; 
State v. Sullivan, 282 Mo. 261, 221 S. W. 728; Detroit Corporation v. 
Secretary of State, 211 Mich. 320, 178 N. W. 697, 182 N. W. 526. 
“We are cited to no authority, nor have we found any, supporting 
the right to the recovery asserted by the trustee in bankruptcy. On 
the contrary, the generally, if not universally, accepted theory of the 
purpose of such statutes is that they are intended to do away with 
> both the “trust fund” and “holding out” doctrines. We refer in the 
margin to three valuable and interesting articles in the American Bar 
Association Journal upon the subject of no par value stock. By Wm. 
‘ W. Cook, October, 1921; by Messrs. Hollen and Tuthill, November, 
: 1921; by Henry E. Colton, December, 1921. As Mr. Cook says: 


“The whole theory of stock without par value is ‘let the 
> 


SS. we VV Ot SS eS 


= 


. buyer beware’ and ‘let the creditor beware’.’ 
“ : aU 

) Granting that the courts should compel the payment of the con- 

: sideration for which the no par value stock was issued by the corpora- 
tion, it would seem, not only that the consideration contemplated by 
the corporation and its promoters has been paid, but also that the no 
par value stock had no tangible value.” Johnson v. Louisville Trust 
Co. et al., 293 Fed. 857. 


; Massachusetts 

t Directors Have Power to Make an Assignment for Benefit of 
g Creditors. The laws of Massachusetts (G. L. c. 156, sec. 25) confer 
d 


upon the board of directors all the powers of the corporation, except such 
- as are conveyed by law or the by-laws upon the stockholders. In the 
T @ absence of a by-law to the contrary, directors have the power to make 


t an assignment for the benefit of creditors. G. L. c. 156, sec. 42 requir- 
\- ing a two-thirds vote of stockholders to authorize the “sale, lease or 
e exchange” of all its assets does not include an assignment for the 
e benefit of creditors and hence does not add nor detract from the power 
r of the directors to make such an assignment. In this case the direc- 
S, tors of an insolvent corporation made an assignment for the benefit 


of creditors, thereby committing an act of bankruptcy. An attach- 
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In What State Shall I Ady} 


No attorney likes to contemplate the possibility of advisk 
a client to incorporate in a state the laws of which may late 
turn out to have been less advantageous for the client 
purposes than those of another state would have been. 


The question is one that, to be answered best, must 
answered individually for each client. 


The classes of stock to be issued, 
the terms and conditions of issue, 
the nature of the business to be 
engaged in, the states to which 
active business operations will be 
confined, the limitations desired on 
powers of officers and stockholders, 
sometimes the amount of capitaliza- 
tion, or the method by which stock 
is to be paid for—these are but part 
of the factors which may have a 
bearing on deciding what state is 
the one best state for a particular 
corporation. 


Attorneys wishing to settle the 
point rightly for each client will 
find The Corporation Trust Com- 
pany’s assistance of great value. 


This company does not merely 
handle the details of filing incorp- 


oration or qualification papers ar 
furnishing the statutory agent. 
is not merely an agent for incor 
oration in Delaware, or any oth 
one state. 


Because of that state’s ali 
planned corporation laws Delaws 
is the most advantageous state fo 
many corporations, and therefor 
The Corporation Trust Compan 


has in its Wilmington office 


largest and best equipped officed 


handling incorporation and rep 

sentation that there is in that state 
But when another state may b 
preferable for a particular client’ 
business or desires, it will be foyn@) 
that we are equipped to handle 

incorporation and_ representatid 
in that state with equal despate 
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liMy Client to 


We have offices and 
presentatives in EVERY state 
nd territory of the United States, 
nd in every province of Canada. 


care. 


d not only that, but we have 

im concise, quickly available form 
he complete information counsel 
ds about each jurisdiction in 
prder to make the best choice of 
We have 
Precedents and data for incorpora- 


tate for each client. 


tion or qualification in each juris- 
ion and can handle all the 
details for you in whatever one you 


telect as best. 


To call upon us for cooperation as 
son as the question of incorpora- 


THE, CO 


ENE 


Incorporate? 


tion arises assures your having the 
best and most complete information 
on which to decide each step for 
your client from the very start. 


Our charges are individual charges 
for each incorporation or qualifica- 
tion, based on the actual services 
rendered on that particular incorp- 
oration or qualification, and are 
properly a disbursement made for 
the client’s account and without 
effect on counsel’s own fees—unless, 
through the quicker and more 
complete service made possible, to 
justify an increase of that fee. 


Write or telephone our nearest 
office. 


CORPORATION TRUST COME! e 


37 Wall Street, New York 
Affiliated with 
Che Corporation Trust Company System 


15 Exchange Place, Jersey City 
Organized 1892 


Chicago, 112 W. Adams Street 
Pittsburgh, Oliver Bldg. 
Washington, Colorado Bldg. 

Los Angeles, Bank of Italy Bldg. 
Cleveland, Guardian Bldg. 
Kansas City, Scarritt Bldg. 
Portland, Me., 281 St. John St. 


Philadelphia, Land Title Bldg. 
Boston, 53 State Street 
(Corporation Registration Co.) 
St. Louis, Fed. Res. Bank Bldg. 
Detroit, Dime Sav. Bank Bldg. 
Minneapolis, Security Bldg. 
Albany Agency, 158 State St. 
Buffalo Agency, Ellicott Sq. Bldg. 


WILMINGTON, DELAWARE 
(The Corporation Trust Co. of America) 
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ment creditor sought unsuccessfully to have the assignment set aside 
as invalid. In re E. T. Russel Co., Inc., 291 Fed. 809, Johnson Clapp, 
Ives & Knight, of Boston, for petitioning creditors, Burton & Harding 
of Boston for attachment creditors. 


New York 


Risky Enterprise May be Conducted Through Corporation to Avoid 
Personal Liability. Defendants who held a city contract to erect a 
sewage disposal plant organized a corporation to take over the con- 
tract. The corporation subsequently became bankrupt. Plaintiff, a 
creditor, sought to recover from the defendants personally on the 
ground that the enterprise and all operations nominally carried on 
under the name of the corporation were for the account and benefit 
of the individual defendants, and at their risk and credit; that they 
conspired to carry out the fraudulent scheme of creating a corporate 
entity as a barrier between themselves and those who, like the plaintiff, 
subsequently furnished the labor and materials to construct and main- 
tain the plant of the company. The New York Appellate Division, 
reversing the lower court, held that the plaintiff had no cause of action. 
“It is not illegal per se to conduct a risky enterprise through a corpora- 
tion to evade personal liability. That is frequently one of the main 
reasons for incorporating, and, in the absence of fraud, a legitimate 
object. So far as plaintiff knew when it contracted, it was dealing 
solely with a corporate enterprise, and credit was given solely to the 
corporation, and was in no wise induced by reason of the personal re- 
sponsibility of the defeandants.”” Almirall & Co. v. M’Clement, 202 
N. Y. Supp. 139. Davison & Underhill, of Brooklyn, for appellants. 
Brodeck & Raphael, of New York City, for respondent. 


A Director Has an Absolute Right to Inspect Books. It is the 
duty of a director to keep himself informed of the business of the cor- 
poration. Consequently he is entitled to inspect the books of the cor- 
poration irrespective of his motive. If it were not so the right of a 
director to inspect would be dependent upon his being able to satisfy 
the other officers of the corporation that his motives were adequate. 
The New York Appellate Division holds that even if the director is 
hostile to the corporation being engaged in competitign with it and 
his only object in seeking the examination is to further a claim which 
he had against the corporation he cannot be denied access to the books. 
People ex rel. Wilkins v. M. Asher Silk Corp., 201 N. Y. Sup. 739. 
Eisman, Lee, Corn & Lewine, of New York City, for relator. Gilbert & 
Gilbert, of New York City, for respondents. Compare State v. Plankin- 
ton Arcade Co., 195 N. W. 905 reported on page 124 of this number of 
the Corporation Journal. 


Action Against Directors for Payment of Dividend From Capital Not 
Subject to Statute of Limitations. In an action to hold directors per- 
sonally responsible for a dividend illegally paid out of capital it was urged 
that defendants should escape liability under the six-year statute of 

‘limitations affecting actions upon liability “created by statute.” Held 
that since the dividend was negligently and knowingly declared by the 
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directors from capital this liability arose independent of statute and 
hence the six year rule did not apply. City Investing Co. v. Gerken 
et al.; 202 N. Y. Supp. 41. 

Director Liable for Ratifying Payment of Dividend From Capital. 
A dividend was declared and paid out of capital. The defendant, one 
of the directors, was not at the meeting at which this dividend was 
voted. The N. Y. Supreme Court, Special Term, holds that if this 
circumstance stood alone, it would free him from liability. But, as all 
the directors were present at a subsequent meeting “‘at which they were 
advised of the declaration and payment of said dividend, and ratified 
and approved same,” the defendant participated in the declaration and 
payment of the dividend and was liable in an action by the corporation. 
City Investing Co. v. Gerken et al., 202 N. Y. Supp. 41. Edward F. 
Clark of New York City (Leonard J. Reynolds, of New York City, of 
counsel) for plaintiff; Herbert H. Gibbs of New York City for 
defendants. 

Transfer of Stock Belonging to an Infant. The decision in Casey v. 
Kastel and others has been reversed by the New York Court of Appeals 
as to defendant United States Steel Corporation, but affirmed as to the 
other defendants. 

This is the case in which Elizabeth Browne Casey, an infant when 
the action was begun, recovered damages for conversion of her stock 
in the United States Steel Corporation. The certificate was assigned 
by her in blank and left with Kastel, who, without authority, sold the 
stock through Johnson & Wood. Everyone in the transaction, including 
the Steel Corporation, was made a defendant, and the trial court held 
against all of them (195 N. Y. Supp. 848, 119 N. Y. Misc. 116). This 
decision was affirmed by the Appellate Division (200 N. Y. Supp. 790). 
In reversing this holding, so far as the corporation was concerned, the 
Court of Appeals, in part, says: 

“The United States Steel Corporation is not in the same posi- 
tion. as the defendants who sold the infant’s stock on her behalf. 
When it transferred the stock on its books to the ultimate pur- 
chaser and canceled the infant’s stock certificate it did a valid 
act. No statute as in Merriam ov. B. C. & F. R. R. Co. (117 Mass. 
241) made the transfer illegal. It acted under her authority without 
notice of her incapacity, in good faith and without negligence. 
It was not bound to inquire whether the transfer was voidable, 
for nothing put it upon inquiry. It received nothing and retained 
nothing for which it can be called upon to account. It appro- 
priated no property to itself. Itwas an intermediary in a sale by 
others; a conduit for the transfer of title. It destroyed a muni- 
ment of title merely and did not deprive the plaintiff of her rights 
in the stock itself, which exists apart from the certificate. (Lander 
v. N. Y. Security & Trust Co., 178 N. Y. 208, 212.) It was guilty 
of no conversion after disaffirmance. Plaintiff might, with equal 
effect, have intrusted the certificate to a messenger to deliver to 
the purchaser. The messenger would have exercised no dominion 
over her property, done her no wrong, and made no gain and, even 
if she afterwards disaffirmed the sale, could not be placed in the 
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position of a tort feasor. While there is no definite test of con- 
version of universal application (Bramwell B., Burrows, v. Boyne, 
5. H. & N. 296, 308) the courts have not gone so far as to say that 
the acts of a corporation in the recording of a transfer of stock is 
a conversion of the stock. 

“The transfer being voidable only and legal and valid when 
made, the corporation had no right to refuse a transfer. (Smith o. 
Railroad, 91 Tenn. 221, 239.) It could have been compelled by the 
purchaser by recourse to the proper remedy to make it. (Travis 
v. Knox Terpezone Co., 215 N. Y. 259, 264.)” 

Wisconsin 

Assignment of Stock Certificate Need Not Be in Any Particular Form. 
J. A. Holmes endorsed and delivered a certificate of stock to his son, 
F. D. Holmes. The latter put the stock in a safety deposit box, gave 
one key to his father and retained the other; he also gave his father a 
certificate stating that the stock “goes to my parents, Mr. and Mrs. 
J. A. Holmes.” Subsequently the father removed the stock certificates 
from the safety deposit box and thereafter retained them in his pos- 
session. Held that the certificate quoted from above, together with 
the manual delivery of the stock constituted a valid assignment of the 
stock under the Uniform Stock Transfer Act. The word “goes” was 
construed by the court as expressing an intention to make a present 
transfer and not one in future. Holmes v. Holmes, 196 N. W. 248. 
Hennessey & O’Boyle of Milwaukee for plaintiff. Brennan & Lucas 
of Milwaukee for defendant. 

Right of Director to Inspect Books. ‘The right of a stockholder to 
inspect the books of a corporation is positive, full and complete.” A 
director has no other or greater rights in this respect than any stock- 
holder of the company. State v. Plankinton Arcade Co., 195 N. W. 903. 
Compare People v. M. Asher Silk Corp. reported on page 122 of 
this number of the Corporation Journal. 


Taxation 


New York 


Franchise Tax is Not Apportionable on Bankruptcy of Corporation. 
The United States Supreme Court has reversed the holding of the United 
States Circuit Court in the case of In re Ajax Dress Co., 200 Fed. 950, 
reported in The Corporation Journal for February, 1924, at page 107. 
The Supreme Court in part says: “We are of the opinion that the tax 
(Tax Law of New York Sec. 209) isa tax upon the right conferred, not 
upon the actual exercise of it, that it was due when petition in bank- 
ruptcy was filed, New Jersey v. Anderson, 203 U. S. 483, 494 and that 
the claim of the State for the whole sum should have been allowed.” 
People of the State of New York v. Louis Jersawit, as Trustee in Bank- 
ruptcy of Ajax Dress Co., Inc., Corp: Trust Co. N. Y. Income Tax 
Service, 1924, Addenda Page 206. 
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Wisconsin 


Inheritance Tax on Stock of Non-Residents in Corporations Doing 
Business in the State Unconstitutional. An important decision just 
handed down by the Supreme Court of Wisconsin has held that that 
part of the Wisconsin [Inheritance Tax Law attempting to tax stock in 
foreign corporations owned by non-residents is unconstitutional. This 
jis in harmony with the decision of the U. S. District Court for the 
Western District of Wisconsin in the case of Tyler v. Dane County. We 
understand that a writ of error to the Supreme Court of the United 
States had been taken in the Tyler case but that it will now be dismissed 
because of the decision by the Supreme Court of Wisconsin. (Shepard v. 
Wisconsin, Supreme Court, State of Wisconsin, not yet officially 
reported). 


Some Important Matters for 


March and April 


This calendar does not purport to cover general taxes or reports to other than 
state officials, nor those we have been officially advised are not required to be filed. 
The State Report and Tax Service maintained by The Corporation Trust Company 
System sends timely notice to attorneys for subscribing corporations of report and 


tax matters requiring attention from time to time, furnishing information regard- 
ing forms, practices and rulings. 


AvasamMa—Annual Franchise Tax payable April 1, but may be paid 
without penalty until April 30—Domestic and Foreign Corporations. 
Annual Franchise ‘Tax Statement due between January 1 and 

March 15—Domestic and Foreign Corporations. 

Arizona—Annual Statement of Mining Companies due between January 
1 and April 1—Domestic and Foreign Corporations engaged in 
mining of any kind. 

Arxansas—Annual return of withholding agents due between April 1 
and June 1—Domestic and Foreign Corporations. 


CaLirorniA—Report on General Franchise due within 10 days after first 
Monday in March—Domestic and Foreign Corporations. 

CoLorapo—Annual License Tax due on or before May Ist.—Domestic 
and Foreign Corporations. 


Connecticut—Income Tax Return due on or before April 1—Domestic 
and Foreign Corporations. 


Detaware—Annual Franchise Tax due between 3rd Tuesday in March 
and July 1. Domestic Corporations. 

Dominion oF Canapa—Annual Summary due between April Ist and June 
lst—Domestic companies having capital stock. 

Annual Income Tax Return due between January Ist and 

April 30th—Domestic and Foreign Corporations. 

Kansas—Annual Report and Franchise Tax due between January Ist 
and March 31st.—Domestic and Foreign Corporations. 

Maryitanp—Annual Report due between January 1 and March 15— 
Domestic and Foreign Corporations. 
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Massacuusetrs—F ranchise Tax Return due between April 1 and April 10 
—Domestic and Foreign Corporations. 

Montana-—Annual Report due in April or May—Foreign Corporations. 

NEBRASKA—Statement to Tax Commissioner due on or before April 15th. 
Foreign Corporations. 

New Jersey—Annual Tax Return due on or before first Tuesday of May 
—Domestic Corporations. 

New Hampsuirre—Annual Return due on or before April 1—Domestic 
and Foreign Corporations. 

New Yorx—Annual Franchise Tax payable on or before March 15— 
Domestic and Foreign, Real Estate and Holding Corporations, 
Transportation and Transmission Companies, other than those 
subject to the so-called income tax. 

Annual Return of Withholding Agent due between January 1 
and April 15—Domestic and Foreign Corporations. 

Norts Carotina—Income Tax Return due on or before March 15th— 
Domestic and Foreign Corporations. 

Noxta Daxota—Annual Income Tax Return due between January 1 and 
March 15—Domestic and Foreign Corporations. 

Orecon—Annual Income Tax Return due within 90 days after January 1 
or within 90 days after close of fiscal year—Domestic and Foreign 
Corporations. 

PeNNSYLVANIA—Emergency Profits Tax Return due on or before March 
15—Domestic and Foreign Corporations doing business or having 
capital or property employed in Pennsylvania. 

Quesec—Sworn statement for Treasury Department due on or before 
May 1st—Domestic and Foreign Corporations. 

Sourn Carotina—Annual Income Tax Return due on or before March 
15th—Domestic and Foreign Corporations. 

Texas—Annual Capital Stock Report due between first day of January 
and the 15th day of March. 

Annual License Tax due on or before May lst—Domestic 
and Foreign Corporations. 

Unitrep States—Annual Return of Net Income due on or before March 
15th—Domestic Corporations. 

Vermont—Extension of Certificate of Authority due between January 1 
and March 31—Foreign Corporations. 

List of Stockholders due on or before April 5—Domestic and 
Foreign Corporations. 

West Vircinia—Annual Report due in April—Foreign Corporations. 

Wisconstn—Annual Report due between January 1 and April 1—Domestic 
and Foreign Corporations. 

Income Tax Return due on or before March 15th—Domestic 
and Foreign Corporations. 





Precedents Being Established That 
May Control Business Methods 
for Generations to Come 


The daily work of the Federal Trade Commission—in the char- 
acter of business practices it sees fit to investigate, and in the char- 
acter of those it orders to be discontinued and those to which it 
gives a clean bill—while going on quietly and unsensationally, 
nevertheless is gradually building up a series of precedents that 
may stand for generations as organized society’s definition of right 
and wrong in the “conflict for advantage called competition.” 


Business firms engaged in a competitive interstate business, and 
those being organized to engage in such a business, will do well 
to watch the development of these precedents. 


There is no way so thorough, so systematic, and prompt, for 
keeping in touch with the growth of this expression of Governmental 
attitude towards various business practices, and of following its 
general trend and meaning, and watching the court decisions con- 
firming or overturning it as applied to particular practices or customs, 
as through the Federal Trade Commission Service of The Corporation 
Trust Company. 


This Service gives you, in loose-leaf form, a complete compilation 
of all complaints issued by the Trade Commission from the time of 
its foundation to date, and the rulings on each and the court decisions 
reviewing them; and then keeps this compilation constantly up to 
date by prompt reports on current matters in form for substitution 
in the Service binder. 


The Service is indexed, first by the Commission’s Complaint 
Numbers, second by names of parties cited, and third by nature of 
the practices complained of. 


Is cost is only $15 a year—from May 1 to the following April 30. 
Subscriptions entered now will receive at once the complete Service 
to date, and continuing service on new matters to April 30, 1925, 
at no additional charge. 
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37 Wall Street, New York 





Postscript--Extra! 


Take notice that ALL corporations are required this year to 
make return of all dividend payments during the calendar 
year 1923, stating name and address of each stockholder, the 
number of shares owned by each, and the amount of dividends 
paid to each. 


This return must be filed not later than March 15, 1924 
(unless an extension of time is later granted). 


The Treasury Decision so announcing was released on the 
evening of February 26. Full text of the Decision was mailed 
by First Class Postage to all subscribers to The Corporation 
Trust Company’s Federal Income Tax Service the following 
morning. The attorneys, accountants and officials of corpora- 
tions who had to wait for the decision to come from other 
sources—with the time for preparing and filing this return so 
short that every hour was precious—illustrate again the hand- 
icaps that develop so unexpectedly all through the year from 
trying to handle income tax matters efficiently without the 
Federal Income Tax Service. 


Again the point is illustrated that the administration of the - 
income tax laws is not yet, and will not be for years to come, so 
standardized that the completeness and lightning-like speed of 

our Federal In- 
~~ come Tax Ser- 
| vice can safely 

The Corporation Trust Company i be dispensed 
37 Wall Street, New York, N. Y. ; with by anyone 


; _ | with a substan- 
Send me at once the Federal Income Tax Service ! tial income tax 
for 1924, complete to date and to be kept up to | ‘bili 
date to December 31, 1924. Send bill in regular | T©SPONS! uty. 


way—$25 for the complete year’s service. 
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